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Rating Action: Moody's upgrades Black Sea Trade & Development Bank to A3 from Baal

Global Credit Research - 30 Sep 2010

London, 30 September 2010 -- Moody's Investors Service has today upgraded the rating of the Black Sea Trade &
Development Bank (BSTDB) to A3 from Baal. The outlook was revised to stable from positive following the upgrade.

SUMMARY
The main reasons for BSTDB's upgrade to A3 are:

1. The resilience of the Bank's asset quality, liquidity and profitability despite the very difficult environment in the Black
Sea region during the global crisis.

2. Strong shareholder support, as reflected by an agreement among the Bank's shareholders to triple the Bank's
authorized capital, and double its subscribed capital, which is currently being implemented.

RATINGS RATIONALE

The BSTDB was placed on positive outlook in December 2007 ahead of a planned increase in capital. The Bank's
shareholders (Albania, Armenia, Azerbaijan, Bulgaria, Georgia, Greece, Moldova, Romania, Russia, Turkey and Ukraine)
subsequently agreed to a SDR 2.0 billion capital increase in authorized capital in October 2008, of which SDR 1.0 billion
was offered to and subscribed by the Member States, bringing total authorized and subscribed capital to SDR 3.0 billion
and SDR 2.0 billion, respectively, in October 2008. However, this was at the height of the global financial crisis, and given
the economic downturn in the region as well as concerns over potential deterioration in asset quality, Moody's needed to
assess whether the Bank's asset quality and liquidity would be preserved before upgrading its rating.

As was the case with the Bank's SDR 1.0 billion in authorized and subscribed capital at the time of its founding in 1999,
30% of the additional subscribed capital will be paid-in over the coming eight years. "Such a high share of paid-in capital is
unusual by the standards of most other multilateral development banks (MDBSs)," says Anthony Thomas, Vice-President in
Moody's Sovereign Risk Group. "This is therefore an important support for the Bank's rating, particularly in light of the low
average rating of its shareholders (Bal)."

In Moody's view, the capital increase also signifies the strength of shareholders' commitment to the BSTDB, which is the
financial pillar of the Black Sea Economic Co-operation Organization.

With the growth outlook in the region now improving, the ability of BSTDB to withstand the impact of the crisis seems
assured. "BSTDB's asset quality recorded very limited deterioration and the Bank has remained profitable throughout the
crisis," says Mr. Thomas. "The Bank's adoption of MDB best practices in asset and liquidity management is credited for
this performance."

POTENTIAL TRIGGERS FOR AN UPGRADE/DOWNGRADE AND METHODOLOGIES

BSTDB has expressed interest in attracting a Aaa-rated shareholder. According to the Constitutive Agreement
establishing the Bank, members can either be States within the Black Sea Economic Co-operation Area or other
multilateral banks and financial institutions. Given their current ratings, Moody's says none of the member governments is
likely to be upgraded to Aaa (or even Aa) for the foreseeable future. "A new Aaa shareholder, if secured, is more likely to
be a multilateral bank or financial institution,” says the analyst. "Such a shareholder would improve the Bank's capital
ratios and be supportive of an upgrade."

BSTDB's rating could be downgraded if a significant rise in non-performing loans were to occur that in turn leads to losses
that would impair liquidity and/or a reduction in member support. However, BSTDB's preferred creditor status is expected
to prove effective, such as has happened with other MDBs at times of crisis.

Black Sea Trade and Development Bank's ratings were assigned by evaluating factors relevant to the specific
characteristics of multilateral development banks, reflecting in particular their dual nature as financial institutions and
vehicles of international public policy. MDB rating factors include an assessment of the stand-alone financial strength of
the institution (in particular its level of capitalization, liquidity, its risk management framework and the quality of its assets),
as well as the multiple forms of support (including in contractual form) provided by the governments that compose its
membership. These attributes were compared against other issuers both within and outside of the BSTDB's peer group of
multilateral development banks, and its ratings are believed to be similar to other issuers of similar credit risk.

Moody's last rating action was taken on 11 December 2007 when a positive outlook was assigned to its Baal rating.

REGULATORY DISCLOSURES



Information sources used to prepare the credit rating are the following: parties involved in the ratings, public information,
confidential and proprietary Moody's Investors Service's information.

Moody's Investors Service considers the quality of information available on the issuer or obligation satisfactory for the
purposes of maintaining a credit rating.

The rating has been disclosed to the rated entity or its designated agents and issued with no amendment resulting from
that disclosure.

Moody's Investors Service may have provided Ancillary or Other Permissible Services to the rated entity or its related third
parties within the three years preceding the Credit Rating Action. Please see the ratings disclosure page
www.moodys.com/disclosures on our website for further information.

MOODY'S adopts all necessary measures so that the information it uses in assigning a credit rating is of sufficient quality
and from sources MOODY'S considers to be reliable including, when appropriate, independent third-party sources.
However, MOODY'S is not an auditor and cannot in every instance independently verify or validate information received in
the rating process.

Please see ratings tab on the issuer/entity page on Moodys.com for the last rating action and the rating history.

The date on which some Credit Ratings were first released goes back to a time before Moody's Investors Service's Credit
Ratings were fully digitized and accurate data may not be available. Consequently, Moody's Investors Service provides a
date that it believes is the most reliable and accurate based on the information that is available to it. Please see the
ratings disclosure page on our website www.moodys.com for further information.

Please see the Credit Policy page on Moodys.com for the methodologies used in determining ratings, further information
on the meaning of each rating category and the definition of default and recovery.
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PERSON WITHOUT MOODY'S PRIOR WRITTEN CONSENT. All information contained herein is obtained by MOODY'S from
sources believed by it to be accurate and reliable. Because of the possibility of human or mechanical error as well as other factors,
however, all information contained herein is provided "AS IS" without warranty of any kind. MOODY'S adopts all necessary measures
so that the information it uses in assigning a credit rating is of sufficient quality and from sources Moody's considers to be reliable,
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to any person or entity for (a) any loss or damage in whole or in part caused by, resulting from, or relating to, any error (negligent or
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inability to use, any such information. The ratings, financial reporting analysis, projections, and other observations, if any, constituting
part of the information contained herein are, and must be construed solely as, statements of opinion and not statements of fact or
recommendations to purchase, sell or hold any securities. Each user of the information contained herein must make its own study
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THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF
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MIS, a wholly-owned credit rating agency subsidiary of Moody’s Corporation ("MCQ"), hereby discloses that most issuers of debt
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